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New Weay To Clain
IRS Rules on New $3,000 Retired Safety Officer Tax Exclusion

Recently we reported on a provision of the Pension Health premiums paid through payroll
Protection Act of 2006 (PPA06) that allows deduction (a requirement of the provision is that
Public Safety Officers who retired at, or after payments must be made directly to the insurer)
“normal retirement age,” or for disability, to exclude will be included in box 1 and box 2a of form
up to $3,000.00 of their pension from federal income 1099R, as part of gross distributions and taxable
taxation, if the money was used to pay for health care amounts. Safety retirees will claim the
premiums. This new pre-tax exclusion can be used for ~ deduction on form 1040, most likely on line
the first time in filing income taxes for year 2007. 16b, according to an IRS Senior Technical
Advisor.
The IRS had not determined #ow a retired safety
member would file to claim the deduction. Now that 1099R forms will show the entire amount
ruling has been issued: of taxable income for the year, without the
$3,000.00 excludible amount deducted. Bob
* 1099Rs from CCCERA will not indicate this Blum, writing in The Journal, California’s
deduction. Public Retirement News Source, suggests Safety
* Retired Safety members will claim this retirees remind tax preparers about the
deduction on their individual IRS 1040 tax exclusion, since some preparers may not be
forms when filing their returns. aware of this recent ruling.

What Are OPEB’s?

The news is full of them, both locally and nationally. But what
are they?

OPEB is an acronym for Other Post Employment Benefits.
(““Other ” means benefits in addition to your vested

pension amount.) Generally these benefits have not been
pre-funded by employer and employee contributions during
our careers. The full cost is added to the UAAL (Unfunded
Actuarial Accrued Liability). By law, employers are
responsble for paying the UAAL; as the costs of OPEB
benefits increase, so does the future debt incurred by the
employers.

These costs have always existed, but recent changes to the law now require reporting this liability.
Statewide, the Public Employee Post-Employment Benefits Commision is holding meetings to define
OPEB issues and develop recommendations for possible solutions.
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Are Your Income Tax Withholding Amounts Current?

You have an ongoing right to modify, establish
or discontinue federal and/or state tax with-
holding from your monthly benefit payment.
This choice can be made at any time by filing a
new withholding certificate with the Retirement
Office. (Changes you make before the 21st of
each month are effective the following month).

Keep in mind that you are not required to have
federal tax withheld from your monthly payments.

However, if you choose to exempt yourself from
withholding, you must pay any required taxes

through other sources, or quarterly estimates and
deposits. Be advised that you may incur penalties

Stop by the office (see address below) or give us under the “estimated tax rules” if your withholding
a call (925.646.5741) to obtain this form along election and estimated tax payments are not enough
with instructions for filing. Additionally, you can  to meet your tax liabilities.

now print this withholding authorization form »

directly from our website; www.cccera.org.

-

Concerning State Taxes:

Monthly payments made to CCCERA retirees living in California are subject to California income tax.
CCCERA payments to retirees living outside California are not subject to California income tax, but
benefits may be subject to other state taxes. Check with your tax specialist or state Department of
Revenue for concise, up-to-date information on your specific tax status.

i

If your current withholding arrangements are appropriate, they will remain in effect.
No action is required.
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